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the National Housing Act (see § 203.43i 
of this part), the mortgagee must com-
ply with §§ 203.350(c) and 203.665 of this 
part. 

(f) Property located on the Allegany 
Reservation of the Seneca Nation of Indi-
ans. Upon default of a mortgage on 
property located on the Allegany Res-
ervation of the Seneca Nation of Indi-
ans authorized by section 203(q) of the 
National Housing Act (see § 203.43j of 
this part), the mortgagee must comply 
with §§ 203.350(d) and 203.666 of this 
part, unless the mortgagor and the les-
sor have executed a lease renewal or a 
new lease either with a term of not less 
than five years beyond the maturity 
date of the mortgage, or with a term 
established by arbitration award. If a 
lease renewal or new lease has been ex-
ecuted, the mortgagee must comply 
with paragraph (a) of this section. 

(g) Pre-foreclosure sale procedure. 
Within 90 days of the end of a mortga-
gor’s participation in the pre-fore-
closure sale procedure, or within the 
time limit described in paragraph (a) of 
this section, whichever is later, if no 
closing of an approved pre-foreclosure 
sale has occurred, the mortgagee must 
obtain a deed in lieu of foreclosure, 
with title being taken in the name of 
the mortgagee or the Secretary, or un-
dertake one of the actions listed at 
§ 203.355(a). The end-of-participation 
date is defined as: 

(1) Four months after the date of 
commencement of participation, if 
there is no signed Contract of Sale at 
that time, unless extended by the Com-
missioner; 

(2) Six months after the date of com-
mencement of participation, if there is 
a signed contract but settlement has 
not occurred by that date, unless ex-
tended by the Commissioner; 

(3) The date the mortgagee is notified 
of the mortgagor’s withdrawal from 
the Pre-foreclosure Sale procedure; or 

(4) The date of the letter sent by the 
mortgagee to the mortgagor prior to 
the expiration of the customary par-
ticipation period, terminating the 
mortgagor’s opportunity to participate 
in the Pre-foreclosure Sale procedure. 

(h) Special forbearance. If the mort-
gagor fails to meet the requirements of 
a special forbearance under § 203.614 and 
the failure continues for 60 days, the 

mortgagee must undertake one of the 
actions listed at § 203.355(a) within the 
time limit described in paragraph (a) of 
this section or 90 days after the mort-
gagor’s failure to meet the special for-
bearance requirements, whichever is 
later. 

(i) Modification under § 203.616, refi-
nance under § 203.43(c), or assumption 
under § 203.512. Provided that the mort-
gagee has established the mortgagor’s 
eligibility within the time frame pro-
vided in § 203.355(a), if a mortgagee en-
ters into a loss mitigation relief meas-
ure (i.e., modification under § 203.616, 
refinance under § 203.43(c), or assump-
tion under § 203.512) and it fails, the six- 
month period provided in § 203.355(a) is 
extended by an additional 90 days to 
allow the mortgagee to try another 
loss mitigation tool or go to fore-
closure. 

[57 FR 47970, Oct. 20, 1992, as amended at 59 
FR 50143, Sept. 30, 1994; 60 FR 57678, Nov. 16, 
1995; 61 FR 35018, July 3, 1996; 62 FR 60129, 
Nov. 6, 1997] 

§ 203.356 Notice of foreclosure and 
pre-foreclosure sale; reasonable 
diligence requirements. 

(a) Notice of foreclosure and pre-fore-
closure sale. The mortgagee must give 
notice to the Secretary, in a format 
prescribed by the Secretary, within 30 
days after the institution of fore-
closure proceedings. The mortgagee 
must give notice to the Secretary, in a 
format prescribed by the Secretary, 
within the time-frame prescribed by 
the Secretary, of the acceptance of any 
mortgagor into the pre-foreclosure sale 
procedure. 

(b) Reasonable diligence. The mort-
gagee must exercise reasonable dili-
gence in prosecuting the foreclosure 
proceedings to completion and in ac-
quiring title to and possession of the 
property. A time frame that is deter-
mined by the Secretary to constitute 
‘‘reasonable diligence’’ for each State 
is made available to mortgagees. 

[61 FR 36265, July 9, 1996] 

§ 203.357 Deed in lieu of foreclosure. 

(a) Mortgagors owning one property. In 
lieu of instituting or completing a fore-
closure, the mortgagee may acquire 
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property from one other than a cor-
porate mortgagor by voluntary convey-
ance from the mortgagor who certifies 
that he does not own any other prop-
erty subject to a mortgage insured or 
held by FHA. Conveyance of the prop-
erty by deed in lieu of foreclosure is ap-
proved subject to the following require-
ments: 

(1) The mortgage is in default at the 
time the deed is executed and deliv-
ered; 

(2) The credit instrument is cancelled 
and surrendered to the mortgagor; 

(3) The mortgage is satisfied of 
record as a part of the consideration 
for such conveyance; 

(4) The deed from the mortgagor con-
tains a covenant which warrants 
against the acts of the grantor and all 
claiming by, through, or under him and 
conveys good marketable title; 

(5) The mortgagee transfers to the 
Commissioner good marketable title 
accompanied by satisfactory title evi-
dence. 

(b) Corporate mortgagors. A mortgagee 
may accept a deed in lieu of foreclosure 
from a corporate mortgagor in compli-
ance with the requirements of para-
graph (a) of this section, if the mort-
gagee obtains the prior written consent 
of the Commissioner. 

(c) Mortgagors owning more than one 
property. The mortgagee may accept a 
deed in lieu of foreclosure in compli-
ance with the provisions of paragraph 
(a) of this section, from an individual 
who owns more than one property 
which is subject to a mortgage insured 
or held by the FHA if the mortgagee 
obtains the prior written consent of 
the Commissioner. 

§ 203.358 Direct conveyance of prop-
erty. 

In acquiring the property or con-
veying the property to the Commis-
sioner the mortgagee may arrange for 
the deed to be made directly to the 
Commissioner from the mortgagor or 
other grantor. The mortgagee shall be 
responsible for determining that such 
conveyance will comply with all of the 
provisions of this part conveying good 
marketable title and satisfactory title 
evidence. 

§ 203.359 Time of conveyance to the 
Secretary. 

(a) For mortgages insured under firm 
commitments issued prior to November 19, 
1992 or under direct endorsement proc-
essing where the credit worksheet was 
signed by the mortgagee’s approved un-
derwriter prior to November 19, 1992. 
After acquiring good marketable title 
to and possession of the property the 
mortgagee must transfer the property 
to the Secretary: 

(1) Within 30 days after acquiring 
possession of the mortgaged property 
by foreclosure or other means; or 

(2) Within such further time as may 
be necessary to complete the title ex-
amination and perfect the title. 

(b) For mortgages insured under firm 
commitments issued on or after November 
19, 1992, or under direct endorsement proc-
essing where the credit worksheet was 
signed by the mortgagee’s underwriter on 
or after November 19, 1992—(1) Convey-
ance by the mortgagee. The mortgagee 
must acquire good marketable title 
and transfer the property to the Sec-
retary within 30 days of the later of: 

(i) Filing for record the foreclosure 
deed; 

(ii) Recording date of deed in lieu of 
foreclosure; 

(iii) Acquiring possession of the prop-
erty; 

(iv) Expiration of the redemption pe-
riod; or 

(v) Such further time as the Sec-
retary may approve in writing. 

(2) Direct conveyance. In cases where 
the mortgagee arranges for a direct 
conveyance of the property to the Sec-
retary, the mortgagee must ensure 
that the property is transferred to the 
Secretary within 30 days of the reason-
able diligence time frame specified in 
§ 203.356 of this part. 

[57 FR 47971, Oct. 20, 1992, as amended at 61 
FR 36453, July 10, 1996] 

§ 203.360 Notice of property transfer 
or pre-foreclosure sale and applica-
tion for insurance benefits. 

(a) On the date the deed is filed for 
record the mortgagee shall notify the 
Commissioner on a form prescribed by 
him of the filing of such conveyance 
and shall assign, without recourse or 
warranty any or all claims which the 
mortgagee has acquired in connection 
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